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PART I 


TRADE-MARKS AND RESTRAINT OF TRADE 
Bartholomew Diggins* 


[We are reproducing below an article published in The Georgetown Law Journal for January, 
1944. We disagree with the reasoning and conclusions of the writer and believe that the concep- 
tion that trade-marks are insidious devices to restrain trade is fundamentally wrong. However, 
we feel that our members should read this article particularly because of the position of the author 
thereof. We are informed that another article taking an opposite view of the matters herein will 
appear in the near future and this also will be reproduced in THE REPoRTER.—ED.]. 


The significance and effectiveness of trade-marks in regulating and restricting 
competition can hardly be overemphasized. Together with patents, trade-marks are 
included among the chief legal sanctions under which cartels’ have established, main- 
tained and enforced restraints of trade. 

The methods and means by which patents have been utilized to eliminate compe- 
tition have been investigated by congressional committees,’ and discussed by legal 
commentators,’ and have been the subject of frequent litigation.* As a result of 
this careful and searching consideration by Congress, the bar and the courts, the ex- 
tent to which patents may be used to restrict competition has been fairly well defined 
in the recent decisions of the Supreme Court which indicate a tendency to limit 
rather than extend the restrictions which may lawfully be imposed under a patent. 


Trade-marks are no less important than patents in maintaining restraints of 
trade. The two devices have different legal significance but each serves its own 


* B.S. (1929) Catholic University of America; LL.B. (1933) Georgetown University; Spe- 
cial Assistant to the Attorney General of the United States. The opinions hereinafter stated 
should not be construed as expressing the views of the Department of Justice unless they are 
supported by expressions in its public releases. 


1. A cartel is a‘contractual association of legally independent entrepreneurs in the same or 
similar field of business formed with the intent, effect or potentiality of influencing the market 
by means of regulation of competition. T.N.E.C. Hearings, 76th Cong., 3d Sess. (1940) (Part 
25) 13337. “A cartel is a combination in restraint of trade.” Jd. at 13351. 

2. In the past five years four committees of Congress have held extensive hearings on patent 
practices. T.N.E.C. Hearings, 75th Cong., 3d Sess. (1938) (Part 2); Hearings before Senate 
Committee on Patents on S. 2303, 77th Cong., 2d Sess. (1942) ; Hearings before Special Commit- 
tee pursuant to Sen. Res. No. 71, 77th Cong., Ist Sess. (1942) (Part II) ; Hearings before Sub- 
committee on War Mobilization, Senate Committee on Military Affairs, on S. 702, 78th Cong., 
Ist Sess. (1943). 

3. Meyers and Lewis, The Patent “Franchise” and the Antitrust Laws (1941 and 1942) 30 
Georgetown L. J. 117, 260; Callman, Patent License Agreements between Competitors and the 
Monopoly Issue (1940) 28 Georgetown L. J. 871; Borkin, Patents and the New Trust Problem 
(1940) 7 Law & Contemp. Prob. 74; Feuer, The Patent Monopoly and the Anti-Trust Laws 
(1938) 38 Col. L. Rev. 1145; Grosvenor, “The Rule of Reason” as Applied by the United States 
Supreme Court to Commerce in Patented Articles (1917) 17 Col. L. Rev. 208; Havighurst, The 
Legal Status of Industrial Control by Patent (1941) 35 Jil. L. Rev. 495; Lamb, The Relation 
of the Patent Law to the Federal Anti-Trust Laws (1927) 12 Corn. L. Q. 261; McCormack, 
Restrictive Patent Licenses and Restraint of Trade (1931) 31 Col. L. Rev. 743; Montague, Sher- 
man Antitrust Act and Patent Laws (1912) 21 Yale L. J. 433; Toulmin, The Patent Law and the 
Sherman Law (1914) 1 Va. L. Rev. 445; Vaughan, The Relation of Patents to Industrial Mon- 
opolies (1932) 14 J. Pat. Off. Soc. 61; T.N.E.C., Patents and Free Enterprise (1941) Monograph 
No. 31; Wood, Patents and Anti-Trust Law (1942). 

4. United States v. Masonite Corp., 316 U. S. 265 (1942) ; United States v. Univis Lens Co., 
316 U. S. 241 (1942); Morton Salt Co. v. Suppiger Co., 314 U. S. 488 (1942); B. B. Chemical 
Co. v. Ellis, 314 U. S. 495 (1942); Sola Electric Co. v. Jefferson Electric Co., 317 U. S. 173 
(1942). For earlier cases see Meyers and Lewis, The Patent “Franchise” and the Antitrust 
Laws (1941) 30 Georgetown L. J. 131, footnote 55. 
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particular function in regulating competition. Generally speaking, patents limit the 
right to manufacture while trade-marks control access to markets. Some restrictive 
practices which are beyond the reach of patent sanctions may be easily implemented 
through skillful use of trade-marks. 

Originally, the sole function of a trade-mark was to indicate the origin or owner- 
ship of the products to which the mark was applied and to distinguish them from 
the products of another.° For many years, “passing off,” that is the selling of one’s 
goods as the goods of another, was the sine qua non of actionable unfair compe- 
tition,” and as late as 1938, the Supreme Court stated: 


The essence of the wrong from the violation of this right [the right to exclusive use 
of a trade-mark] is the sale of the goods of one manufacturer for those of another.” 


On the theory that a trade-mark served only to identify the manufacturing or com- 
mercial source of the products bearing it and that trade-mark infringement involved 
fraud and deception, the law of trade-marks and unfair trading has been built up by 
judicial decision. 

Because of this theory, the trade-mark law has developed most favorably to the 
trade-mark owner, and a trade-mark monopoly is more readily sustained by the 
courts than is a patent monopoly. 

Even after a word has lost its trade-mark significance and has become merely a 
generic name of a product, the predisposition of the courts to sustain exclusive trade- 
mark rights is so strong that it is a most difficult task for a newcomer to establish 
his right to use the generic name. In the Shredded Wheat case,* the Supreme Court 
held that “Shredded Wheat” was the name of the product and that the Kellogg Com- 
pany, like every other member of the public, was, and had been since about 1912, 
free to make the product and to use the same “Shredded Wheat.” The litigation 
which preceded this decision illustrates the difficulties which the Kellogg Company 
had to overcome in establishing its right to use this name. The case included a trial 
in the District Court which resulted in a dismissal of the complaint on the ground 
that “Shredded Wheat” described the products of both parties; an appeal to the 
Circuit Court of Appeals which reversed the District Court and directed the entry 
of a decree enjoining Kellogg from use of the name “Shredded Wheat ;” a petition 
by Kellogg for a writ of certiorari which was denied; a petition by National Biscuit 
Company to the Circuit Court of Appeals for clarification of the mandate ; an order 
by the Circuit Court of Appeals directing the District Court to broaden the original 
injunction against Kellogg; and a petition by Kellogg for a writ of certiorari to re- 
view the broadened injunction. In its decision, the Supreme Court also referred to 
four suits in the United States, one in Canada and one in England relating to the 
same mark. Finally, two Justices dissented on the ground “that the Kellogg Com- 
pany is fraudulently seeking to appropriate to itself the benefits of a goodwill built 
up at great cost by the respondent and its predecessors.” 

A trade-mark is fundamentally a commercial rather than a legal device. In the 
United States, trade-mark rights result from use and not from any public grant or 


. Amoskeag Mfg. Co. v. Spear and Ripley, 2 Sandford 599 (N. Y. 1849). 

. Derenberg, Trade-Mark Protection and Unfair Trading (1936) 81. 

. Armstrong Paint and Varnish Works v. Nu-Enamel Corp., 305 U. S. 315, 336 (1938). 
. Kellogg Co. v. National Biscuit Co., 305 U. S. 111 (1938). 

. Kellogg Co. v. National Biscuit Co., 305 U. S. 111, 123 (1938). 
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franchise, and commercial usage has extended the functions of trade-marks far be- 
yond the mere indication of origin. Good will exists in the mind of the purchaser 
and a trade-mark serves to identify that for which the purchaser has good will.” 
The goodwill may attach to the maker, the seller or the guarantor of a product or to 
the product itself irrespective of its source. One commentator has stated that a 
trade-mark may mean: 


(1) The article bearing this mark or name is exactly like every other article bearing this 
mark or name; (2) the article bearing this mark or name was manufactured by us; (3) 
the article bearing this mark or name though not manufactured by us was prepared 
according to our specifications and under our supervision; (4) the article has been tested 
by us; (5) the article has been selected by us; (6) we warranted the article to be of 
standard quality, or fit for some particular purpose, or free from latent defects; (7) 
certain special propositions, perhaps specifically announced, are true of the article bearing 
the name or mark—such as, the articles bearing this mark are true to styles or fashions 
or certain other standards; (8) the article has certain qualities suggested by the name or 
mark itself, such as purity or the inclusion of certain ingredients or the like; (9) the 
name may suggest that the article has been used or endorsed by a man or an institution 
or a government department; (10) finally, the word or sign may say little or nothing to 
the intellect, but may make a direct emotional appeal or insinuate itself into the memory 
and habits of the public." 


Since manufacturers and merchants carry on their trade differently in different 
products and in different localities, a mark which identifies that trade has different 
meanings according to the manner in which the trade is carried on. A single busi- 
ness organization might manufacture some products, purchase and resell others and 
merely certify or guarantee others, or might manufacture its products for distribu- 
tion in one locality and purchase the products for distribution in other localities, and 
carry on all of these activities under the same mark. Such a mark has a different 
meaning and significance as applied to each type of product and in each locality. 
The function of a trade-mark in identifying a particular organization or a par- 
ticular product necessarily limits the monopoly to the territory where the organiza- 
tion does business or the product is marketed under the trade-mark. That is “ ‘the 
mark, of itself, cannot travel to markets where there is no article to wear the badge 
and no trader to offer the article.’’"* Because of this territorial limitation, two 
businesses may market the same product under the same mark in different territories 
and each have exclusive trade-mark rights in his own territory. Here again, al- 
though the words or symbols and the products are identical, as trade-marks the two 
are different. In one territory, the mark identifies one business exclusively while 
in the other it identifies the other business equally exclusively. The single word or 
symbol is, in effect, two different trade-marks” each legally independent of the other. 





“The mark sells the goods.” Derenberg, op. cit. supra note 6, at 38. 
li. Isaacs, Traffic in Trade-Symbols (1931) 44 Harv. L. Rev. 1220. 
12. Hanover Star Milling Co. v. Metcalf, 240 U. S. 403, 416 (1916). 
13. Trade-marks are somewhat analogous to proper names, and Holmes’ analysis of the 

meaning of proper names applies with equal force to trade-marks. In his article “The Theory of 


Legal Interpretation” (1899) 12 Harv L. Rev. 418, Collected Legal Papers (1920) 205, Holmes 
states : 


“By the theory of our language, while other words may mean different things, a proper 
name means one person or thing and no other. If language perfectly performed its func- 
tion, as Bentham wanted to make it, it would point out the person or thing in every case. 
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It is the trade-mark significance which forms the basis of any exclusive right to use 
a word or symbol and when two trade-marks consist of the same word or symbol, 
matters determinative of the validity of one trade-mark are not necessarily even rele- 
vant on the issue of validity of the other. 

One of the more frequent methods employed by international industrial cartels 
for eliminating or regulating competition is a division of territories. This method 
involves dividing the world into definite marketing areas and assigning to each cartel 
member a specific area as his exclusive manufacturing territory. Each cartel mem- 
ber is prohibited from invading the territories of the other members. 

A division of territories is necessarily restrictive and can be compulsorily main- 
tained only so long as the cartel or its members possess legal or economic sanctions 
capable of enforcing compliance or punishing violations. Because the laws of the 
various countries of the world differ in their treatment of monopolies and restraints 
of trade, cartel agreements, standing alone, afford an uncertain basis for compelling 
obedience to restrictive edicts. In the United States, contracts and understandings 
which unreasonably restrain trade or limit competition are not only unenforceable, 
but constitute criminal offenses under the antitrust laws.* For this reason some 
form of legal monopoly has been used to support cartels and to enforce the restric- 
tive commitments. 

The cartels have not been slow in recognizing the value and importance of trade- 
marks for supporting a division of territories nor in using them for that purpose. 
The use of the trade-mark “Plexiglas’*® to support the division of territories be- 
tween Rohm & Haas A. G. of Germany and Rohm & Haas Company of the United 
States, was described before a Senate Committee on Patents’® and in an indictment 
against Rohm & Haas Company™ and others for violation of the antitrust laws. The 
trade mark “Plexiglas” is applied to an important group of acrylic and methacrylic 
plastics. The indictment charges that the object of the arrangement was to allocate 
the United States and Canadian markets for “Plexiglas” exclusively to Rohm & 
Haas of the United States while the remaining markets of the world were allocated 
exclusively to Rohm & Haas of Germany. 

To carry out this object, the indictment charges that the two companies entered 
into an agreement dated January 30, 1935** which provided for an exchange of 


But under our random system it sometimes happens that your name is idem sonans with 

mine, and it may be the same even in spelling. But it never means you or me indifferently. 

In theory of speech your name means you and my name means me, and the two names are 

different. They are different words.” 

14. The rule of reason does not apply to price-fixing or boycotting, which are illegal per se. 
United States v. Socony-Vacuum Oil Co., 310 U. S. 150 (1940) ; Fashion Originators Guild v. 
Federal Trade Commission, 312 U. S. 457 (1941). 

15. United States Trade-marks 367,998, June 6, 1939, and 338,539, September 8, 1936, are 
registered in the name of Rohm & Haas Company of Philadelphia, Pa. The trade-mark “Plexi- 
glas” is registered in Bureau International pour la Protection de la Propriete Industrielle, at 
Berne, Switzerland, by Rohm & Haas A. G. of Darmstadt, Germany. No. 99,500, October 3, 1938. 

16. Hearings before Senate Committee on Patents on S. 2303, 77th Cong., 2d Sess. (1942) 
(Part 2) 663 to 932. 

17. Indictment, United States v. E. I. duPont de Nemours & Company et al., Criminal No. 
878-C returned August 10, 1942, United States District Court for the District of New Jersey. 

18. Idem., Paragraph 23 (c). For full text of this agreement see Hearings before Senate 
Committee on Patents on S. 2303, 77th Cong., 2d Sess. (1942) (Part 2) 763. Because this agree- 
ment is between a United States company and an enemy alien it is suspended and perhaps term- 
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patents and patent rights and a transfer of United States and Canadian trade-marks 
from the German to the United States company. Thus, in the United States and 
Canada, “Plexiglas” on acrylic or methacrylic plastics denotes and identifies the 
product and goodwill of the United States company while the same word on the same 
product denotes and identifies the goodwill of the German company in every other 
country of the world. 

The advantages of the trade-mark over the patents in this example are apparent. 
The patents will one day expire, may be invalidated in litigation or may not cover 
all of the products involved in the arrangement. The trade-mark, on the other hand, 
has indefinite existence, has less chance of invalidation and is coextensive with the 
trade in which it is used. Thus the division of territories between Rohm & Haas 
of Germany and Rohm & Haas of the United States can last long after any relevant 
patents have expired and can eliminate competition between the companies on as 
many or as few products as the two companies market under the common trade- 
mark. 


An even more striking use of a trade-mark to support a division of territories 
is illustrated in the complaint filed by the United States against Merck & Co., Inc., 
charging a violation of the antitrust laws.’ This case illustrates a situation where 
the trade-mark is the only effective means of enforcing the restrictions. 

The complaint alleges that Merck & Co., Inc., of the United States and E. Merck 
of Germany set out to eliminate competition between themselves by allocating to 


Merck & Co. the markets of the United States and Canada and to E. Merck, the re- 
maining markets of the world. These two companies manufacture and sell about 
1,200 types of chemicals and pharmaceuticals, many of which are neither patented 
nor patentable. Hence patents could not form an adequate basis for the division of 
territories but would at best afford only piecemeal protection from competition. The 
name “Merck,” however, extended to all of the products of both companies. 

The complaint alleges that with this fact in mind, Merck & Co. and E. Merck 
executed a treaty agreement on November 17, 1932” under which Merck & Co. 
receives all trade-mark rights in the name “Merck” for the United States and Can- 
ada while E. Merck receives the trade-mark rights in the name “Merck” throughout 
the remainder of the world. Neither company can trade under its own name in the 
territory of the other and the treaty specifies that this territorial division of trade- 
mark rights shall be perpetual! 

The trade-mark device is far more subtle and insidious than the patent device in 
maintaining a division of territories. Before a United States member of a cartel 
can maintain suit to enforce a United States patent originating with a foreign mem- 


inated by the war. The same is true of the other agreements between United States companies 
and enemy aliens which will be hereinafter discussed. The fact that these agreements may be 
suspended or terminated does not, however, detract from their value as illustrations of trade-mark 
practices. 

19. United States v. Merck & Co., Inc., et al., Civil Action No. 3159, United States District 
Court for the District of New Jersey, complaint filed October 28, 1943. 

20. Exhibit A attached to complaint in United States v. Merck & Co., et al., cited supra note 
19. The Merck treaty and the complaint involve other matters in addition to the trade-mark but 
only the trade-mark implications of the treaty are considered in this article. 
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ber of the cartel, both the origin of the patent** and the right of the United States 
member under it’ must be shown. The agreements under which the United States 
member receives its rights are thus subjected to judicial scrutiny” and the enforce- 
ability of the patent may depend upon the legality of the agreements.” 

A division of territories under a trade-mark can be maintained without any agree- 
ment. The parties merely secure trade-mark monopolies in their respective terri- 
tories and competition is prevented by the trade-mark laws of those territories.” 

Trade-marks may be used in conjunction with patents to extend cartel restric- 
tions far beyond the patents involved in the cartel. Hearings before a Senate Com- 
mittee on Patents” disclose that the New Jersey Zinc Company devised a plan in 
which process and apparatus patents were used to compel adoption of a common 
trade-mark by all of the cartel members and the trade-mark was then used to effect 
a division of territories. 

The hearings disclose that New Jersey Zinc owned United States and foreign 
patents’ on a process and apparatus for refining zinc and licensed a number of 
foreign zinc producers and one United States producer, American Smelting & Re- 
fining Co., to use the process and apparatus to produce and refine zinc. It was stated 
in the hearings that New Jersey Zinc and these other zinc producers wished to 
eliminate competition in the sale of zinc by establishing exclusive marketing terri- 
tories but the process and apparatus patents were ineffective to control the use and 
sale** or import” of the zinc itself. To overcome this difficulty, New Jersey Zinc 
granted to each of these zinc producers a license to use the process and apparatus 


and to sell zinc refined under the process only in a particular territory and specifically 
required each licensee to mark all zinc made under the license with the New Jersey 
Zinc trade-mark. This requirement is stated in the agreements to be for the purpose 
of “excluding it [the unpatented zinc] from entry into the prohibited territories 


21. Applications for United States patents must be filed by the inventor who must state his 
citizenship under oath. Rev. Stat. § 4892 (1875), 32 Stat. 1226 (1903), 34 Stat. 100 (1906), 46 
Stat. 376 (1930), 35 U. S. C. § 35 (1940). 

22. Patents and interests therein are transferable only by instruments in writing and such 
transfers are valid against subsequent purchasers in good faith only when the instrument is re- 
corded. Rev. Stat. § 4898 (1875), 29 Stat. 693 (1897), 42 Stat. 391 (1922), 35 U. S. C. § 47 
(1940) ; 55 Stat. 634 (1941), 35 U. S. C. 847 (Supp. 1942). 

23. In some instances, the recorded assignment of a patent contains no restrictions or condi- 
tions of the transfer are included in a separate, unrecorded agreement. However, the restrictions 
and conditions of the transfer can usually be discovered. Woburn Degreasing Company of New 
Jersey v. Spencer Kellogg & Sons, Inc., 46 F. Supp. 959 (W. D. N. Y. 1942). 

24. Morton Salt Co. v. Suppiger Co., 314 U. S. 488 (1942) ; B. B. Chemical Co. v. Ellis, 314 
U. S. 495 (1942). 

25. Bourjois & Co. v. Katsel, 260 U. S. 689 (1923). See Hanover Star Milling Co. v. Met- 
calf, 240 U. S. 403, 424 (1916) (concurring opinion of Justice Holmes). 

26. Hearings before Senate Committee on Patents on S. 2303 and S. 2491, 77th Cong., 2d 
Sess. (1942) (Part 3) 1519 to 1697. 

27. Idem. New Jersey Zinc owned nine United States patents relating to this process in 1939 
(p. 1697) and also owned patents in Canada, Newfoundland, Mexico, Great Britain, Germany, 
France, French Morocco, Tunis, Spain, Norway, Poland, Czechoslovakia, Belgium, Belgian 
Congo, Holland, Luxemburg, Sweden and Italy (p. 1552). 

28. American Gramophone Co. v. Gimbel Bros., 234 Fed. 361 (S. D. N. Y. 1916), aff’d, 240 
Fed. 971 (C. C. A. 2d, 1917). 

29. All of the New Jersey Zinc agreements referred to in the hearings were made prior to 
July 2, 1940, and at that time, the owner of a process patent could not, by means of the patent, 
prevent the import of unpatented products made under the process outside the United States. 
In re Amtorg Trading Co., 75 F. (2d) 826 (C. C. P. A. 1935). On July 2, 1940, the tariff law 
was changed. 54 Stat. 724, 19 U. S. C. § 1337a (1940). 
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The licensees of New Jersey Zinc were compelled to adopt and use the same 
mark as a condition of the patent license but once uniform marking was established 
the trade-mark laws restricted each licensee to his own territory and excluded him 
from the territories of New Jersey Zinc and of every other licensee. 

Although all licensees use the same mark, that mark has a different trade-mark 
significance in each territory. In the United States this mark identifies the products 
of New Jersey Zinc and American Smelting & Refining Co. while in Germany, for 
example, the same mark identifies the product of only the German licensee. Thus, 
neither New Jersey Zinc, nor American Smelting & Refining Co. nor their customers 
can import zinc, marked as required by the license agreement, into Germany without 
infringing the German trade-mark of the German licensee. The German licensee 
can himself, by simple and direct trade-mark infringement action, prevent invasion 
of his territory by another licensee. Thus, by use of the trade-mark device, each 
licensee can protect his exclusive territory against encroachment by every other licen- 
see without reliance on either the patents or license agreement. 

The New Jersey Zinc plan illustrates further the advantages of a trade-mark over 
a patent in the enforcement of cartel restrictions. In the absence of the trade-mark, 
export sales of zinc by American Smelting & Refining Co. to the territory of the 
German licensee could be stopped, if at all, only by a suit brought by New Jersey 
Zinc against American Smelting & Refining Company for unlicensed use of the 
patented process or for violating the license agreement. Even this procedure could 
not stop those who purchased zinc from either New Jersey Zinc or American Smelt- 


ing & Refining Co. from exporting to Germany. The devious, uncertain, and often 
ineffective procedure necessary to maintain the territorial restrictions by means of 
the patents disappears when trade-marks are used, and the enforcement procedure 
becomes simple, direct and effective. 


Trade-marks can also serve to preserve a company’s goodwill in a market which 
has been turned over to another. It sometimes happens that one manufacturer will 
apportion a part of its territory to another and yet wish to preserve its goodwill in 


that territory for a possible reentry into the market. This has been accomplished by 
the use of trade-marks. 


A complaint filed by the United States against The Sperry Corporation and 
others™ for violation of the anti-trust laws alleges that the Sperry Gyroscope Com- 
pany is widely known for its gyroscopic instruments and controls important United 


30. Paragraph 10 of the agreement of September 16, 1935, between New Jersey Zinc and 
Metallgesellschaft A. G. of Germany is typical. This paragraph provides in part: 


“The Licensee agrees to comply with all reasonable requirements of the Licensor as to 
marking the zinc made under this license in such manner as will assist in identifying its 
origin and excluding it from entry into the prohibited territories and agrees to require the 
same compliance by all sublicensees. For the protection of the exclusive rights of the 
Licensee hereunder, the Licensor agrees so long as the license hereunder is exclusive prior 


to the date of the expiration of agreement to require similar commitments from its licensees 
in other countries.” 


Hearing before Senate Committee on Patents on S. 2303 and S. 2491, 77th Cong., 2d Sess. (1942) 
(Part 3) 1634. 


31. United States v. The Sperry Corporation et al., Civil Action No. 19-175, United States 
District Court for the Southern District of New York. Complaint filed September 1, 1942, con- 
sent decree entered September 1, 1942. 
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States and foreign patents on these devices. The complaint alleges that Sperry has 
issued territorially restricted licenses under its patents to a number of local manu- 
facturers in foreign countries.** In many of these agreements, Sperry reserves the 
right to cancel the licenses under certain conditions and in other agreements, the 
licenses are non-exclusive and Sperry retains the right to sell in the licensee’s terri- 
tory. Because of the possibility that it might wish to enter or re-enter these markets, 
one object of the agreements is to retain for Sperry any goodwill resulting from 
sales by the licensee. 

The manner in which this object is accomplished is illustrated in an agreement 
between Sperry and La Filotecnica dated March 21, 1934,* Article 8 of the agree- 
ment requires La Filotecnica to mark each instrument with the name “Sperry” and 
to “mention the name ‘Sperry’ in all commercial publications, advertisements, draw- 
ings, photographs or other published literature relating to the said instrument.” 
The instruments are thus irrevocably identified with Sperry and, upon cancellation 
or termination of the license, Sperry is not obliged to establish a demand for its prod- 
ucts but merely to supply an established, going market. In the event of cancellation 
or termination of the license, the patents alone may have been adequate to protect 
Sperry from competition but it is through the trade-mark that Sperry can retain an 
active market and continued demand for its products. 

The incandescent and fluorescent electric lamp industry presents a number of 
ingenious uses of a trade-mark. The outstanding mark identified with this industry 
is “Mazda,” the trade-mark held in the name of General Electric Company. In 
the Government’s bills of complaint® charging improper practices in this industry 
in violation of the antitrust laws, it is alleged that the trade-mark “Mazda” has been 
used to implement the domestic and international monopolies and restraints of trade. 
It is charged that the combination and conspiracy have been carried out, in part, 
through an agreement between General Electric Company, the world’s largest pro- 
ducer of lamps, and Westinghouse Electric and Manufacturing Company, the second 
largest producer in the United States, to use jointly the trade-mark ‘Mazda.’ 
These two companies together produce about 80 per cent of the lamps manufactured 


32. Askania Werke A. G. of Germany. 

Mitsui Bussan Kaisha Ltd., Japan. 

Tokio Keiki Seisakusho, Ltd., Japan. 

Tokio Kohku Keiki Kabushiki Kaisha, Japan. 

Kreiselgerate-Gesellschaft mit beschrankter Haptpflicht, Germany. 

“La Filotecnica” Societa Anonima, Ing. A. Salmoiraghi, Italy. 

Society L’Appareillage Aeronautique, France. 

See Paragraphs 9 to 14 of the complaint, United States v. The Sperry Corporation et al., Civil 
Action No. 19-175, cited supra note 31. 

33. Complaint Paragraph 31 (f), United States v. The Sperry Corporation et al., Civil Action 
No. 19-175, cited supra note 31. For full text of this agreement see Hearings before Special 
Committee Investigating the Munitions Industry pursuant to Sen. Res. No. 206, 74th Cong., 2d 
Sess. (1937) (Part 39) 13,700, Exhibit 4917-70. 

34. T.-M. 77,779, registered May 3, 1910. 

35. United States v. General Electric Company et al., Civil Action No. 1364, United States 
District Court for the District of New Jersey, complaint filed January 27, 1941; United States 
v. General Electric Company et al., Civil Action No. 2590, United States District Court for the 
District of New Jersey, complaint filed December 9, 1942. 

36. Government Exhibit 26, United States v. General Electric Co. et al., Civil Action No. 
1364, United States District Court for the District of New Jersey, complaint filed January 27, 
1941. 
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and sold in the United States.” Through patent license agreements, they control 
the manufacture and sale by other companies of approximately an additional 10 per 
cent. However, the licenses to these domestic companies expressly preclude the use 
of the trade-mark “Mazda.” One bill of complaint alleges® that these two companies 
have induced a number of public bodies to draft bid specifications requiring that the 
lamps furnished must be “Mazda” or “Mazda or equal.”” Thus, their exclusive joint 
use of the trade-mark “Mazda’’ has materially aided General Electric and Westing- 
house in extending their commercial positions. 

The “Mazda” mark has also been used to maintain and preserve the division of 
world markets which have been allocated among the major lamp companies of the 
world through media or cartel agreements. In the international field, General Elec- 
tric has licensed British Thomson-Houston Company of England,** Tokyo Shibaura 
Electric Company of Japan* and China General Edison Company of China* to 
use the “Mazda” mark. The territory in which British Thomson-Houston is per- 
mitted to use the mark is Australia, India, New Zealand, and South Africa; the 
territory of China General Edison is China; and the territory in which Tokyo Shi- 
baura is permitted to use the mark is limited to Japan, even though both Tokyo 
Shibaura and British Thomson-Houston have non-exclusive rights from General 
Electric to manufacture and sell lamps in both China and Manchukuo. The trade- 
mark “Mazda,” however, serves to allocate commercial goodwill among the various 
companies selling in these Asiatic markets and to give each a preferential position 
in his own markets. Thus, China General Edison could protect its Chinese market 
against the infiltration of “Mazda” lamps made in India or Japan whether such 
lamps come directly from the other companies or indirectly through dealers. 

Under the domestic and foreign agreements, the mark “Mazda” not only identi- 
fies different sources in different territories but has a different significance with 
respect to the product itself. In the United States, Westinghouse is licensed to use 
the mark “Mazda :” 


For electric lamps (of any kind in conncetion with which the General Company has 
used or shall hereafter use such mark “Mazda”) manufactured by the Westinghouse 
Company under said license and in strict accordance with the knowledge, skill, technical 
methods and shop practices of said General Company, imparted to Westinghouse Com- 


pany, in accordance with the provisions of Article 23 of said license of January 1, 
ae 3. 


Because it is applied to the products of both General Electric and Westinghouse the 
mark “Mazda” cannot unmistakably indicate either as the producer of the lamps. 


37. Government Exhibit 59, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

38. Complaint, paragraph 308, United States v. General Electric Co. et al., Civil Action No. 
1304, cited supra note 36. 

39. Government Exhibit 43C, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

40. Government Exhibit 47, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

41. Government Exhibit 45, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

42. Paragraph (1), Government Exhibit 26, United States v. General Electric Co. et al., 
Civil Action No. 1364, cited supra note 36. 
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Rather, the trade-mark serves to identify a product made to certain standards with- 
out regard to the particular manufacturer. The “Mazda” mark guarantees the prop- 
erties or qualities of the products instead of identifying their source. In the China 
General Edison and the British Thomson-Houston agreements, General Electric 
grants the right to use the trade-mark “Mazda” for incandescent lamps without re- 
stricting the character or quality of the lamps with which it may be used. The 
“Mazda” mark would then have no function in the territories of the foreign com- 
panies other than to indicate the origin of the lamps. 

The uses of the mark “Mazda” to support the dominant position of General Elec- 
tric and Westinghouse are important for another reason. On March 1, 1912, Gen- 
eral Electric owned two hundred and sixteen United States patents relating to in- 
candescent lamps* and between that date and December 26, 1939, required seven 
hundred and eight additional United States patents of which four hundred and sixty- 
two had not expired on December 26, 1939. During this period, Westinghouse has 
had almost as many United States patents relating to incandescent lamps.*° The fil- 
ing and maintaining of foreign patents corresponding to the nine hundred and four- 
teen United States patents of General Electric during the twenty-seven years from 
1912 until 1939 would have been extremely costly and the four hundred and sixty- 
two patents which were in effect in 1939 were inadequate to secure for General 
Electric a monopoly in the manufacture and sale of incandescent lamps.*° 

The mark “Mazda,” however, has been the trade-mark for General Electric lamps 
since 1910 and this mark alone can eliminate competition between Tokyo Shibaura, 
British Thomson-Houston, General Electric and Westinghouse. Thus, the “Mazda” 
trade-mark which is relatively inexpensive to secure and maintain may be effective 
to prevent the purchase of lamps while four hundred and sixty-two patents are im- 
potent to prevent their manufacture and sale. Cancellation of all of these patents 
would not alone eliminate the restraints imposed by the trade-mark. 

The manufacture of incandescent lamps is essentially a mass production busi- 
ness, and in some countries of the world it is economically desirable to have all of the 
lamp requirements of the particular country produced in a single factory. When 
several lamp companies sell in such a country, they can all have their lamps produced 
in a single factory and still maintain their businesses separate and distinct by the use 


, 43. aca of record pp. 128-136, United States v. General Electric Co. et al., 272 U. S. 
476 (1926). 

44. Schedule A attached to Government Exhibit 25 and Government Exhibit 226, United 
States v. General Electric Co. et al., Civil Action No. 1364, cited supra note 36. 

45. Government Exhibit 227, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

46. At the present time, General Electric Co. has only one unexpired incandescent lamp 
patent which has been held valid and infringed in a contested case, Pipkin Patent No. 1,687,510 
held valid and infringed in General Electric Co. v. Save Sales Co. et al., 82 F. (2d) 100 (C. C. A 
6th, 1936) and in General Electric Co. v. Wabash Appliance Corp. et al., 93 F. (2d) 671 (C. C. A. 
2d, 1938). However, in an action to punish Wabash Appliance Corp. for contempt the Pipkin 
patent was held to be of limited scope, General Electric Co. v. Wabash Appliance Corp. et al., 
19 F. Supp. 887 (E. D. N. Y. 1937). The Pipkin patent was subsequently held invalid, General 
Electric Co. v. Jewel Incandescent Lamp Co. et al., 47 F. Supp. 818 (D. N. J. 1943), and this 
case is now on appeal to the Circuit Court of Appeals for the Third Circuit. See Government 
Exhibit 225, United States v. General Electric Co. et al., Civil Action No. 1364, cited supra note 
36. 
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of different trade-marks. Agreements of General Electric with Osram of Germany“ 
and with Philips of Holland* indicate that this practice has been followed in Mexico 
and Brazil. The agreements provide that in each of these countries a General Elec- 
tric subsidiary” shall manufacture lamps for itself, and also for Philips® and Os- 
* The agreements provide that the Philips and Osram lamps may be made to 
Philips and Osram specifications. Under these agreements, the differences in spe- 
cifications for any particular country could be mere differences in trade-marks so 
that lamps, identical in every other respect, could be marketed under three different 
trade-marks by three different companies. By such use of different marks, any good 
will resulting from the excellence or skill in production of a single factory may be 
divided among the companies under whose trade-marks the lamps are sold. 

A division of territories is not the only cartel objective which trade-marks serve. 
Trade-marks may also support divisions of fields of enterprise and their effective- 
ness for that purpose far exceeds, as in the case of lamps, the effectiveness of patents. 

A cartel division of fields eliminates competition by dividing an industry into 
separate types or classes of trade and allocating each type or class exclusively to a 
particular cartel member. The existence of any legal power to divide fields under 
patents is now considered doubtful, and if such power exists, its extent, scope and 
limitations are vague and indefinite.” The legal obstacles and hazards involved in 
such a practice make it not worth the gamble. 


ram.” 


Trade-marks are coextensive with the trade which they identify, both geograph- 


ically and technologically. Under the Trade-Mark Act of 1905, infringement in- 
volves the question of whether the products of the trade-mark owner and the prod- 
ucts of the infringer are “merchandise of substantially the same descriptive proper- 
ties.”°* When two companies are engaged in trade involving types of merchandise 
not of the same descriptive properties, adoption of the same mark by both prevents 
either from expanding into the field of trade of the other.™ 

I. G. Farbenindustrie of Germany has used trade-marks to limit some of its 
cartel partners both territorially and technologically. Complaints filed by the United 
States against Alba Pharmaceutical Company and others® and against The Bayer 


47. Government Exhibit 39, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

48. Government Exhibit 40, United States v. General Electric Co. et al., Civil Action No. 
1364, cited supra note 36. 

49. Compania Mexicana de Lamparas Electricas S. A. (Mexico), General Electric S. A. 
(Brazil). 

50. yan III J(1), Government Exhibit 40, United States v. General Electric Co. et al., 
Civil Action No. 1364, cited supra note 36. 

51. Article III D(1), Government Exhibit 39, United States v. General Electric Co. et al., 
Civil Action No. 1364, cited supra note 36. 

52. General Talking Pictures Corp. v. Western Electric Co. et al., 305 U. S. 124 (1938). 
See discussion of this case, Meyers and Lewis, The Patent “Franchise” and the Antitrust Laws 
(1941) 30 Georgetown L. J. 143, footnote 89. See also Wood, Patents and Antitrust Law (1942) 
95 


53. 33 Stat. 728 (1905), 15 U. S. C. § 96 (1940). 

54. Beech-Nut Packing Co. v. P. Lorillard Co.,7 F. (2d) 967 (C. C. A. 3d, 1925), aff'd, 273 
U. S. 629 (1927). 

55. United States v. Alba Pharmaceutical Co., Inc., et al., Civil Action No. 15-363, United 
States District Court for the Southern District of New York, complaint filed September 5, 1941, 
consent decree entered September 5, 1941. 
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Company, Inc.,°° charging violations of the antitrust laws, allege that The Bayer 
Company, Inc., is engaged primarily in the manufacture and sales of medicines, 
pharmaceuticals, and chemicals, and has rights in the United States, Canada, the 
United Kingdom, Ireland, and Cuba to the “Bayer” and “Bayer Cross”” trade- 
marks. I. G. Farbenindustrie manufactures and sells a wide variety of chemicals 
including dyes and dyestuffs as well as medicines, pharmaceuticals, and cosmetics. 
The ‘“‘Bayer” and “Bayer Cross” trade-marks were originated by I. G. Farbenindus- 
trie and the United States rights were acquired by Bayer Company from the Alien 
Property Custodian at the time of the First World War. 

The complaints allege that in order to eliminate any competition between them- 
selves, the Bayer Company and I. G. Farbenindustrie entered into agreements in 
1920,°* 1923° and 1926” relating to the “Bayer” and “Bayer Cross” marks. The 
1923 and 1926 agreements confirm the exclusive rights of the Bayer Company to use 
the “Bayer” and “Bayer Cross” marks in connection with the sale of medicines, 
pharmaceuticals, and chemicals in the United States, Canada, the United Kingdom, 
Ireland and Cuba. The right to use these marks in all other parts of the world was 
retained by I. G. Farbenindustrie ; and even in the territory of the Bayer Company, 
I. G. Farbenindustrie reserved the right to use the “Bayer” and “Bayer Cross” marks 
on dyes and dyestuffs. 

The agreement of 1920 extended the operations of the Bayer Company. Under 
this agreement the Bayer Company was given exclusive rights to use the trade-marks 
“Aspirin,” “Aspirina,” “Bayer,” and the “Bayer Cross” throughout South and Cen- 
tral America and Mexico, but only in connection with the sale of acetylsalicylic acid 
and compounds thereof. 

The Bayer Company was thus effectively limited to its present territory and 
present field of trade by means of the “Bayer” trade-mark. In the United States, 
“Bayer” on drugs identifies the goodwill of the Bayer Company, while the same 
word on dyes identifies the goodwill of I. G. Farbenindustrie. The advent of the sulfa 
drugs demonstrates the overlapping of the medicinal and dye fields. By the terms 
of the agreement the Bayer Company could sell sulfa drugs under the “Bayer” or 
“Bayer Cross” marks but could not sell sulfa dyes under these marks while I. G. 
Farbenindustrie could use the “Bayer” or “Bayer Cross” marks on sulfa dyes but 
not on sulfa drugs. 

The situation becomes even more anomalous in Mexico and Central and South 
America. There the rights of the Bayer Company to use the “Bayer” marks were 


56. United States v. The Bayer Co., Inc., et al., Civil Action No. 15-364, United States 
District Court for the Southern District of New York, complaint filed September 5, 1941, consent 
—_ entered September 5, 1941. 
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58. Exhibit “B” attached to complaint in United States v. Alba Pharmaceutical Co., Inc., et al., 
Civil Action No. 15-363, cited supra note 55. 

59. Schedule A of Exhibit “A” attached to complaint in United States v. The Bayer Co., Inc., 
et al., Civil Action No. 15-364, cited supra note 56. 

60. Idem, Exhibit “A.” 
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limited to a single medicinal product, acetylsalicylic acid, and did not include all 
medicinal, pharmaceutical and cosmetic products as it did in the United States. Thus, 
the “Bayer” mark in the United States on some medicine other than acetylsalicylic 
acid identifies it as the product of the Bayer Company, while the same mark on the 
same medicine identifies it as the product of I. G. Farbenindustrie south of the Rio 
Grande. 

The trade-mark “Agfa” has apparently been used in much the same way as the 
“Bayer” marks. As in the case of the Bayer marks, the mark “Agfa” originated 
with I. G. Farbenindustrie and is widely known throughout the world outside the 
United States as the trade-mark of I. G. Farbenindustrie. An indictment charging 
General Aniline & Film Corporation and others” with violation of the antitrust laws, 
alleges that three agreements dated March 19, 1928” between I. G. Farbenindustrie 
and Agfa-Ansco™ divided world territory between the two companies in the photo- 
graphic industry. Agfa-Ansco received the United States as its exclusive territory 
and the rest of the world was reserved to I. G. Farbenindustrie. It was also the ob- 
ject of the agreements to limit Agfa-Ansco strictly to the photographic industry. To 
implement the territorial and technological restrictions imposed, I. G. Farbenindus- 
trie granted to Agfa-Ansco “the exclusive right to use in the United States the trade- 
name “Agfa” as applied to photographic products.” The trade-mark registrations 
transferred to Agfa-Ansco at the time of the agreements included two registrations 
of the mark “Agfa” for cameras and parts therefor,” “Agfastigmat” for cameras and 
parts therefor, especially objectives” and “Agfatrepto” for sensitized photographic 
papers.” 

A number of United States trade-mark registrations indicate how I. G. Farbenin- 
dustrie has limited and restricted Agfa-Ansco to the photographic field. I. G. Far- 
benindustrie has registered the trade-mark “Agfa” in the United States for use on 
fluxes for soldering metals,” artificial silk thread, cellulose artificial spinning fibers, 
yarns of cellulose fibers, imitation straw for weaving made of cellulose, and imita- 
tion horsehair for weaving made of cellulose,” artificial silk thread and artificial spin- 
ning fibers,”° piece goods composed mainly or wholly of artificial silk,” raw and partly 
prepared artificial textile fibers and imitation horsehair,” and artificial silk threads 


61. United States v. General Aniline & Film Corp. et al., Criminal No. 111-136, returned De- 
cember 19, 1941, United States District Court for the Southern District of New York. 

62. These three agreements, one entitled “Agreements,” the second entitled “Indenture” and 
the third a letter agreement, were introduced by Assistant Attorney General Wendell Berge in 
Hearings before Subcommittee on War Mobilization, Senate Committee on Military Affairs, 
78th Cong., Ist Sess. (December 9, 1943). 

63. Agfa-Ansco Corporation was organized in 1928. General Aniline & Film Corporation 
held a majority of the stock of Agfa-Ansco Corporation from 1929 until December, 1939, when 
Agfa-Ansco Corporation was merged into General Aniline & Film Corporation, United States 
v. General Aniline & Film Corp. et al., Criminal No. 111-136, cited supra note 61, Paragraph 14. 
For simplicity, Agfa-Ansco is referred to as an independent entity. 

64. “Agreement,” Article II, Paragraph (4), cited supra note 62. 

65. T.-M. 215,536, registered July 20, 1926; T.-M. 244,454, registered July 17, 1928. 

. 227,847, registered May 17, 1927. 

. 245,872, registered August 21, 1928. 

. 211,001, registered March 30, 1926. 

. 218,235, registered September 21, 1926. 
. 249,288, registered November 13, 1928. 
. 279,100, registered January 6, 1931. 

. 279,546, registered January 20, 1931. 
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and yarns.’ Besides these specific registrations I. G. Farbenindustrie has used the 
“Agfa” trade-mark on a wide range of products including dyes, medicines, pharma- 
ceuticals, perfumes and even on cocoa and chocolate. Thus, Agfa-Ansco is effectively 
prevented from expanding its photographic chemical business into other more or 
less closely related chemical fields unless it is willing to carry on such expansion 
without the benefits of the good will its products have earned under the trade-mark 
“Agfa.” 

One of the most apparent uses of trade-marks to divide fields is shown by the 
trade-marks “agfanol” registered by Agfa-Ansco for use on photographic chemicals 
and particularly for photographic developer’ and “agfarnol” registered by General 
Drug Company, a wholly owned subsidiary of Winthrop Chemical Company“ for 
use on odoriferous and aromatic chemicals useful in the production of perfumes and 
flavoring extracts.’* Here are two marks identical in sound, almost identical in ap- 
pearance and both applied to chemicals. One significant factor in this peculiar situa- 
tion is that Agfa-Ansco and General Aniline & Film Corporation and Winthrop 
Chemical Company, the parent of General Drug Company, are defendants in actions 
brought by the United States for violations of the antitrust laws,” and the principal 
violation charged in each action is a cartel agreement with I. G. Farbenindustrie. 

The agreements of March 19, 1928, license Agfa-Ansco under the patents as well 
as the trade-marks of I. G. Farbenindustrie but the possible trade-mark sanctions 
are more far reaching than those possible under the patents. The patents will, by 
their very nature, expire in time so that their restrictive effect is, at best, only tem- 
porary. The trade-mark could, however, be perpetual so that its effect is prospective 
and could circumscribe the entire future development of Agfa-Ansco. The goodwill 
which Agfa-Ansco has acquired or could acquire under the “Agfa” trade-mark is 
limited both as to fields and as to territory and every dollar spent by Agfa-Ansco in 
advertising the “Agfa” mark has served to strengthen those limitations. The more 
widely known the “Agfa” trade-mark became and the more consumer interest it 
commanded for the products of Agfa-Ansco, that much more effectively it restricted 
Agfa-Ansco to the narrow field and limited markets allocated under the agreements. 

On December 22, 1943, the name of the Agfa-Ansco division of General Aniline 
& Film Corporation was changed to the Ansco division." Possibly this was the only 
way in which Agfa-Ansco could escape the restrictions imposed on the use of the 
“Agfa” mark. At the most of some of its goodwill, Ansco can now expand into new 
fields and carry with it the goodwill earned by its products under the new mark or 
name. 


The value of trade-marks as a cartel device is immeasurably enhanced in time 


. T.-M. 279,740, registered January 20, 1931. 

. T.-M. 343,524, registered February 23, 1937. 
. Moody, Industrials (1941) 2810. 

. T.-M. 375, 428, registered February 20, 1940. 

77. United States v. General Aniline & Film Corp. et al., Criminal No. 111-136, cited supra 
note 61; United States v. Alba Pharmaceutical Co., Inc., et al., Civil Action No. 15-363, cited 
supra note 55; United States v. Alba Pharmaceutical Co., Inc., Criminal No. 110-311, United 
States District Court for the Southern District of New York, information filed September 5, 
1941. 

78. N.Y. Times, December 23, 1943, p. 26, col. 3. 
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of war. The great international cartels are world-wide in scope and the markets of 
Axis cartel members may be kept alive in neutral countries so long as those markets 
are supplied with products bearing trade-marks which, in those countries, identify 
the Axis cartel members. Because of this fact, the cessation of hostilities may find 
the businesses of these Axis companies still in existence. The markets of these Axis 
companies have been supplied with the usual products under the usual trade-marks, 
and these markets may revert to the Axis companies by a mere change in the source 
of supply. So far as the purchasing public is concerned, there will have been no 
change. The purchaser will have bought the same product under the same name be- 
fore, during and after the war, and that the product has reached him from different 
sources is a fact of which he is probably not even aware. 

A number of instances of this wartime use of cartel trade-marks were described 
before the Senate Committee on Patents.” In each of these instances both a United 
States and a German company used the same trade-mark and the German company 
had the exclusive right under the cartel agreements to sell and to use the common 
trade-mark in Latin America. After the start of the war in Europe and before entry 
of the United States into the war, these German companies authorized the United 
States companies to sell in Latin America under the common trade-mark. The 
effect of this practice in Latin America is succinctly stated in one of the Committee 
exhibits: “... they are using U. S. made merchandise to keep their German trade- 
names on the market.’ 

The methods used by Schering A. G. of Germany and Schering Corporation of 
the United States to preserve Latin American markets for Schering A. G. during 
the war, were described in detail by Assistant Attorney General Wendell Berge in 
testimony given before the Subcommittee on War Mobilization of the Senate Mili- 
tary Affairs Committee on December 9, 1943. Mr. Berge testified that there is an 
agreement between Schering A. G. and Schering Corporation which divides world 
territories, the United States being the exclusive territory of Schering Corporation 
and the rest of the world being the exclusive territory of Schering A. G. The two 
companies implemented the agreement by transfers of patents and trade-marks. 

The trade-marks and commercial dress of the products were particularly impor- 
tant in preserving the Latin American markets of Schering A. G. and on this point 
Mr. Berge testified : 


Schering Corporation, before the outbreak of war, was provided with complete in- 
structions about the technicalities of exporting Schering products, with a complete set of 
Schering export packages, labels, prescriptions, etc., indicating all details of the com- 
plicated system of packages which differ from country to country and from product to 
product. This was done to enable Schering Corporation to start exporting without delay 
in case of emergency. For these products which, before the war had not been made by 
Schering Corporation, the necessary manufacturing directions were sent from Berlin. 


On March 1, 1940, the plan was put into operation by a cable from Schering 
A. G. to Schering Corporation stating : 


79. Hearings before Senate Committee on Patents on S. 2303, 77th Cong., 2d Sess. (1942) 
(Part 2) 730-734, 869-877. 
80. Idem at 877. 
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We authorize you until further notice to deliver pharmaceutical and technical chemicals 
to our South and Central American representatives or through their mediation to their 
customers. 


Thus, Schering Corporation was authorized to fill the requirements of the customers 
of Schering A. G. under the trade-marks, labels and trade dress of Schering A. G. 
“until further notice.” Mr. Berge testified that, “one of the chief considerations 
prompting this whole scheme was preservation of good will, in order that the busi- 
ness could be turned back to Schering A. G. after the war.” 

In addition to the preservation of goodwill in inaccessible markets, there are 
other matters of wartime significance in the field of trade-marks. Most belligerent 
nations have some public receiver to seize and administer enemy property and most 
forms of property can be seized and administered without too great difficulty. In 
the case of patents, for example, the extent and scope of the rights are definite and 
fixed by the terms of the patent grant itself. Documents affecting title to the patent 
must be recorded and the United States Alien Property Custodian has required the 
filing of all agreements, licenses and the like, granting rights under United States 
patents based on inventions originating in enemy countries. The Alien Property 
Custodian can determine the extent of enemy ownership in United States patents 
and the scope of the patents subject to enemy ownership. Enemy patent interests 
can thus be seized and administered in the light of definite and certain knowledge. 

Trade-marks, however, present an entirely different situation. Trade-marks are 
not rights in gross like patents and copyrights. The Supreme Court has stated: 
“There is no such thing as property in a trade-mark except as a right appurtenant 
to an established business or trade in connection with which the mark is employed.” 
Apart from the business and goodwill which it identifies, the trade-mark loses its 
significance, and for an Alien Property Custodian to make a valid seizure of an enemy 
trade-mark, he must also seize the enemy business and goodwill identified by the 
trade-mark.” 

Because of the uncertainties involved in determining the extent of and seizing 
the business identified by particular trade-marks, the seizure of trade-marks has pre- 
sented almost insuperable difficulties for Alien Property Custodians. In this connec- 
tion one authority states: 


The question of the validity of assignments and licenses of trade-marks seized by the 
Alien Property Custodian during the War has frequently come before the courts in this 
country. The transfer has been declared invalid and ineffective in most of the cases.** 


In those cases where the trade-mark identifies a product made under a trade 
secret or according to a secret recipe it has been held that “assignment of the recipe 
is essential to give the assignee the exclusive right to a mark which denotes a product 
manufactured thereunder.”* The trade-mark cannot be separated from the trade 
secret, and failure to discover and seize the secret nullifies a seizure of the mark. 


81. United Drug Co. v. Rectanus Co., 248 U. S. 90, 97 (1918). 

82. Muhlens & Kropff v. Ferd. Muelhens, 43 F. (2d) 937 (C. C. A. 2d, 1930), cert. denied, 
282 U. S. 881 (1930). 

83. Derenberg, Trade-Mark Protection and Unfair Trading (1936) 593, footnote 54. 


84. Muhlens & Kropff v. Ferd. Muelhens, 43 F. (2d) 937, 939 (C. C. A. 2d, 1930), cert. 
denied, 282 U. S. 881 (1930). 
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Patents cannot only be readily seized but can be more or less easily handled by an 
Alien Property Custodian. The United States Alien Property Custodian has stated : 
“The free licensing policy of this office is designed to prevent the use of patents or 
licenses under its jurisdiction to further any monopoly or cartel contrary to the public 
interests.”** A policy of free, unrestricted licenses under all patents seizable by the 
Custodian would doubtless go a long way in terminating foreign restraints on United 
States industry. 

However, even those trade-marks which may be validly seized by the Alien Prop- 
erty Custodian present extremely difficult problems of administration. The cartel 
restrictions imposed on the Bayer Company and Agfa-Ansco had their origin in the 
administration of alien property during the last war. Seizure by the present Alien 
Property Custodian of any trade-mark rights of I. G. Farbenindustrie in the word 
“Bayer” and disposition of those rights to anyone other than the Bayer Company 
would preserve the cartel division of fields. The fact that the Bayer Company may 
not be technically able to enter the fields of endeavor in which I. G. Farbenindustrie 
has used these marks in the United States merely adds to the confusion. 

Through skillful manipulation, trade-marks have become a potent weapon for 
maintaining and enforcing cartel market regulations and restraints. The subtlety 
and skill with which trade-marks have been used is demonstrated by the fact that 
despite searching investigations of cartel practices, the restraints imposed through 
trade-marks have gone practically untouched.” Yet both in peace and in war trade- 
marks serve their function in regulating, dividing, allocating and preserving markets 
according to the cartel plans. 

Trade-mark usages have thus far been considered by the courts chiefly in litiga- 
tion between private parties under the trade-mark laws. Neither the power of trade- 
marks to restrain trade and promote monopolies nor the legality of the restraints and 
monopolies established and maintained under them has yet been considered in the 
light of the public policy of free competition. 

The cases involving restrictive patent practices make it clear that trade-marks 
do not afford their owners any special immunities from the prohibitions of the anti- 
trust laws. In Standard Sanitary Mfg. Co. v. United States,” the Supreme Court 
suggests a test which is as applicable to trade-marks as to patents : 


Rights conferred by patents are indeed very definite and extensive but they do not give 
any more than other rights an universal license against positive prohibitions. The Sherman 


law is a limitation of rights, rights which may be pushed to evil consequences and there- 
fore restrained. 


Subjected to this test, trade-marks will undoubtedly be found ineffective, within the 


United States, to circumvent the public policy which condemns monopolies and re- 
straints of trade. 


( 85. United States Alien Property Custodian, Patents at Work, A Statement of Policy 
1943) 18. 


P "as See Borchardt, Are Trade-Marks an Antitrust Problem? (1943) 31 Georgetown L. J. 
245. 


87. 226 U. S. 20, 49 (1912). 
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Until further notice, we will pay the sum of One Dollar ($1.00) for each 
copy of the June, 1941, May, 1942 and the June, 1943, Reporter, delivered in 
condition for binding ; for two copies of the 1940, Index, 50 cents each. 


For Sale: War Measures Relating to Industrial Property (Supplement to 
the January, 1944, issue), $0.75. 


Amdur’s “Outline of Trade-Mark Law,” paper, $0.75, postpaid. 


Address: 


UNITED STATES TRADE-MARK ASSOCIATION, 
522 FirtH AVENUE, 
New York City. 








